REPORT OF THE AUDITOR-GENERAL TO THE NORTHERN CAPE PROVINCIAL 
LEGISLATURE AND THE COUNCIL ON THE FINANCIAL STATEMENTS AND 
PERFORMANCE INFORMATION OF KAMIESBERG MUNICIPALITY FOR THE YEAR 
ENDED 30 JUNE 2009 


REPORT ON THE FINANCIAL STATEMENTS 
Introduction 

1. I was engaged to audit the accompanying financial statements of Kamiesberg 
Municipality which comprise the balance sheet as at 30 June 2009 and the income 
statement and the cash flow statement for the year then ended, and a summary of 
significant accounting policies and other explanatory notes as set out on pages xx to 

XX. 


The accounting officer’s responsibility for the financial statements 

2. The accounting officer responsible for the preparation and fair presentation of these 
financial statements in accordance with the entity-specific basis of accounting, as 
set out in accounting policy note 1 to the financial statements and in the manner 
required by the Local Government: Municipal Finance Management Act, 2003 (Act 
No. 56 of 2003) (MFMA) and for such internal control as the accounting officer 
determines is necessary, to enable the preparation of financial statements that are 
free from material misstatement, whether due to fraud or error. 


The Auditor-General’s responsibility 

3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 
read with section 4 of the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA) , my 
responsibility is to express an opinion on these financial statements based on 
conducting the audit in accordance with the International Standards on Auditing 
read with General Notice 616 of 2008, issued in Government Gazette No. 31057 of 
15 May 2008. Because of the matters described in the Basis for disclaimer of 
opinion paragraphs, however, I was not able to obtain sufficient appropriate audit 
evidence to provide a basis for an audit opinion. 


Basis for disclaimer of opinion 

Funds and reserves 

4. I was unable to verify the completeness, rights and obligations, existence, valuation 
and classification of funds and reserves amounting to R5 699 764, as disclosed in 
note 1, 2 and 3 of the financial statements due to: 

5. No supporting documentation could be obtained for the expenditure in the leave 
reserve amounting to R49 249. I could therefore not obtain sufficient appropriate 
audit evidence as the records of the municipality did not permit the application of 
alternative audit procedures. 


6. Accounting policy note 5 prescribes the accounting treatment of funds and reserves. 
Funds and reserves as disclosed in notes 1, 2 and 3 to the financial statements at 
an amount of R5 699 764 are misstated due to: 

• The municipality does not have enough concomitant assets (cash) to support the 
funds and resrves amounting to R2 772 336, resulting in funds and reserves being 
overstated with this amount. 

• Contributions amounting to R178 205 (2007-08: R139 959) were not made to the 
revolving fund as required by Ordinance 20 of 1974. Leave payments amounting 
to R 16 395 have not been debited against the leave reserve in the financial 
statements resulting in the overstatement of the leave provision in the financial 
statements. 

• The leave reserve and employee cost are overstated in the financial statements 
with an amount of R276 817 based on a recalculation of the leave reserve. 

• There is no provision for accumulated leave and bonuses disclosed in the financial 
statements at year end. The understatement of the financial statements in this 
regard has been estimated at an amount of R 688 233. 

Long term liabilities 

7. Long terms liabilities amounting to R1 327 143, as disclosed in note 4 of the 
financial statements are misstated as follows: 

• Long term liabilities is understated with an amount of R 1 119 517 as a result as 
the amount by which the loan is in arrear that was not recorded in the current and 
prior year financial statements. 

• The arrear balance amounting to R1 368 733 per the DBSA bank statement was 
not disclosed as current liabilities in the financial statements. 

• The short term portion of the long term liability amounting R13 610 was not 
disclosed in the prior year financial statements. This has not been corrected in the 
current year financial statements. 

Fixed assets 

8. I was unable to verify the completeness, rights and obligations, existence, valuation 
and allocation of fixed assets amounting to R28 069 795, as disclosed in note 6 to 
the financial statements due to: 

• I was unable to trace fixed assets to and from the asset register as the assets of 
the municipality has not been allocated unique identification numbers. 

• I could not obtain sufficient appropriate supporting documentation for the additions 
to fixed assets amounting to R599 733. 

9. I could not obtain sufficient appropriate audit evidence as the records of the 
municipality did not permit the application of alternative audit procedures due to 
asset counts not being performed by the municipality. 

10. Accounting policy note 3 prescribes the accounting treatment of fixed assets. Fixed 
assets as disclosed in note 6 at an amount of R28 069 795 are misstated due to: 


A difference amounting to R15 299 675 exist between the balance per the fixed 
asset register and the total fixed assets as disclosed in the financial statements. 



• A difference amounting to R2 299 102 exist between the carrying value of fixed 
assets in the general ledger account and the carrying value of fixed assets as 
disclosed in note 6 to financial statements. 

Investments 

11. 1 was unable to verify the completeness, rights and obligations, existence, valuation 
and classification of investments amounting to R393 384, as disclosed in note 7 to 
the financial statements due to: 

• I could not obtain proof of authorisation and documents supporting withdrawals 
from investment accounts amounting to R2 933 587. 

• I could not obtain supporting documentation for a journal amounting to 
R895 312 processed in the financial statements. 

12. 1 could not obtain sufficient appropriate audit evidence as the records of the 
municipality did permit the application of alternative audit procedures. 

13. Accounting policy note 8 prescribes the accounting treatment of investments. 
Investments as disclosed in note 7 at an amount of R393 384 are misstated due to: 

• Interest earned on investments amounting to R49 109 was not debited to the 
investment accounts resulting in investments being understated by the 
aforementioned amount. 

• The fact that investments have been ceded to the amount of R311 079 has not 
been disclosed in the financial statements. 

• Investments amounting R206 270 was not accounted for in the financial 
statements resulting in investments being understated by the aforementioned 
amount. 

Debtors 

14. Debtors as disclosed in note 8 to the financial statements at an amount of 
R14 838 504 are misstated due to: 

• A difference amounting to R1 159 470 exist between the debtors age analysis 
and the balance disclosed in the financial statements resulting in debtors being 
understated with the aforementioned amount. 

• Audit procedures performed on the receipts after year end indicate that 
receivables amounting to R13 206 269 may not be recoverable. The provision 
for bad debts amounting to R5 632 535 is therefore understated by R7 573 734 
resulting in debtors being overstated by the same amount. 

Provisions 

15. 1 was unable to verify the completeness, rights and obligations, existence, valuation 
and allocation of provisions, as disclosed in note 9 to the financial statements due 
to: 


• No supporting documentation or approval could be obtained for an amount of 
R942 300 in respect of the prior year provision for audit fees, written off against 
the appropriations account in the financial statements. This adjustment was not 
recorded in the general ledger. I could not obtain sufficient appropriate audit 
evidence as the records of the municipality did not permit the application of 
alternative audit procedures. 



Creditors 


16. 1 was unable to verify the completeness, rights and obligations, existence, valuation 
and allocation of creditors amounting to R8 943 189, as disclosed in note 10 to the 
financial statements due to: 

• I could not obtain supporting documentation for trade and other creditors 
amounting to R8 365 548. 

• I could not obtain supporting documentation for receipts in advance amounting 
to R209 017. 

The records of the municipality did not permit the application of alternative audit 
procedures. 

17. Creditors as disclosed in note 10 to the financial statements at an amount of 
R8 943 189 are further misstated due to: 

• The completeness of accruals in respect of the telephone expense was not 
confirmed as the municipality did not accrue for the June 2009 expense. The 
payment has been estimated at an amount of R58 786. 

• The balance per the creditors listing does not agree to the balance per the trade 
creditors in the general ledger resulting in the overstatement of trade creditors to 
the amount of R 3 134 720. 

Cash and bank 

18. 1 was unable to verify the completeness, rights and obligations, existence, valuation 
and allocation of bank amounting to R321 907 and the bank overdraft amounting to 
R1 056 084, as presented in the balance sheet due to: 

• No supporting documentation could be obtained for journals amounting to 
R1 943 450. I could not obtain sufficient appropriate audit evidence as the 
records of the municipality did not permit the application of alternative 
procedures. 

19. Cash and bank amounting to R312 907 and the bank overdraft amounting to 
R1 056 084 as disclosed in the balance sheet are misstated due to: 

• Bank account nr 6211768115 held at FNB Bank with a balance of R 14 439 was 
not disclosed in the financial statements, resulting in cash and bank being 
understated with the aforementioned amount. 

• Stale cheques amounting to R 181 892 have not been written back in the cash 
book resulting in the understatement of the bank balance by the aforementioned 
amount. 

Inventory 

20. 1 was unable to verify the completeness, rights and obligations, existence and 
allocation of inventory as: 

• The municipality did not identify and disclosed inventory in the financial 
statements.. 

• The accounting policy note included in the financial statements does not 
describe the accounting treatment of inventory at initial recognition and 
subsequent measurement. 



21. 1 could not obtain sufficient appropriate audit evidence as the records of the 
municipality did not permit the application of alternative audit procedures as an 
inventory count was not performed by the municipality. 

Revenue 

22. 1 was unable to verify the accuracy, occurrence and completeness of revenue 
amounting to R20 222 370, as presented in the income statement due to: 

• The completeness, accuracy and occurrence of the revenue received for 
licenses and permits issued for the year could not be verified because 
management did not provide the auditors with a complete list of the licenses and 
permits issued for the year due to a lack in the system to account for license and 
permit revenue. The E-Natis bank account was also not maintained properly and 
it appears that management has used the funds received for operating 
expenditure and did not pay any income over to the Provincial Department as 
required. 

• Due to the lack of a proper system to account for assessment rates revenue, 
details regarding property transfers during the year could not be provided for 
audit purposes resulting in the completeness and accuracy of assessment rates 
not being confirmed. The entities accounting records did not permit me to 
perform any alternative procedures to verify the accuracy and completenes of 
property transfers. 

• The occurrence, accuracy and completeness of interest received on long 
outstanding debtors could not be confirmed because the debtors’ statements 
requested for audit purposes were not provided for audit purposes. The entity’s 
accounting system and records did not permit the application of alternative 
procedures regarding interest received on long outstanding debtors and I was 
therefore unable to quantify the misstatement of the financial statements in this 
regard. 

• I was unable to confirm the accuracy, occurrence and completeness of income 
from water, electricity and sanitation due to the overall lack of a proper system to 
account for revenue from services charged (water, electricity and sanitation) and 
the fact that meter readings for consumers not being provided for audit 
purposes. The entity’s records and accounting system did not permit the 
application of alternative procedures regarding the revenue from services 
charged. 

• The approval from NERSA for the electricity tariffs used by the municipality was 
not provided for audit purposes. I was therefore unable to verify the accuracy of 
the implemented tariffs and hence could not confirm the accuracy of the income 
from electricity sales. 

• I could not confirm the accuracy, completeness and occurrence of direct income 
(other service charges) amounting to R 2 310 453 with supporting documents, 
eg the relevant direct income registers, bank statement and related receipts, due 
to a lack of a proper system to account for direct income (other service charges) 
by the municipality. The entity’s records did not permit the application of 
alternative procedures regarding the revenue from direct income. 

23. 1 could not obtain sufficient appropriate audit evidence as the records of the 
municipality did not permit the application of alternative audit procedures. 



24. Accounting policy note 10 prescribes the accounting treatment of revenue. Revenue 
as disclosed in the income statement an amount of R20 222 370 is misstated due 
to: 


• A difference of R 502 823 vjas found betv\/een the property rates and services 
charged per the debtors system (services charged) and the general ledger 
resulting in the general ledger being understated with this amount. 

• The total revenue per the financial statements reflect an amount of 
R20 222 370 and the related trial balance obtained for audit purposes indicate a 
total of R21 776 315. The financial statements is therefore understated with an 
amount of R 1 553 945. 

Expenses 

25. 1 was unable to verify the accuracy, occurrence and completeness of operating 
expenses amounting to R6 786 224, as presented in the income statement due to: 

• Due to the lack of a proper system to account for expenditure and the 
safekeeping of documentation, no supporting documentation, in the form of 
supplier invoices or statements, could be obtained for expenditure amounting to 
R 2 152 773. 

• I could not obtain supporting documentation for a credit transaction to the value 
of R529 078 journalised to the telephone expense account in the general ledger. 

• No supporting documentation could be obtained for capital expenditure 
amounting to R1 025 503 resulting in the overstatement of capital expenditure in 
the financial statements. 

26. 1 could not obtain sufficient appropriate audit evidence as the records of the 
municipality did not permit the application of alternative audit procedures. 


27. Operating expenses as disclosed in the income statement at an amount of R6 786 

224 are misstated due to: 

• Stale cheques amounting to R181 892 has not been written back to the relevant 
expenditure resulting in the overstatement of expenditure in the financial 
statements 

• Expenditure is understated with approximately R58 786 due to the accrual of 
telephone expenses for June 2009 not been accounted for in the financial 
statements and general ledger. 

• Expenditure has been recorded in the general ledger at more than the invoice 
amounts resulting in the overstatement of the financial statements with an 
amount of R 59 698. 

• An invoice received from Eskom amounting to R 17 696 could not be traced to 
the general ledger resulting in the overstatement of the electricity expense in the 
financial statements. 

• Two cheques amounting to R398 757 has been recorded twice in the general 
ledger resulting in the overstatement of expenditure in the financial statements. 



Employee cost 

28. 1 was unable to verify the accuracy, occurrence and completeness of expenses 
amounting to R8 255 694, as presented in the income statement due to: 

• No supporting documentation could be obtained for manual salary (wages) 
payments amounting to R 8 987. The municipality’s accounting records did not 
permit the application of alternative procedures regarding these payments. 

• No supporting documentation could be obtained for employee cost journals 
amounting to R 1 943 450 (Dt) and R 14 000 (Cr). The entity’s records did not 
permit the application of alternative procedures regarding these journals in 
respect of employee related cost. 

29. 1 could not obtain sufficient appropriate audit evidence as the records of the 
municipality did not permit the application of alternative audit procedures. 

30. Employee cost as disclosed in the income statement at an amount of R8 255 694 
are misstated due to: 

• I have compared the total cost to employer of the accounting officer and the 
chief financial officer as per their signed employment contracts to the pay slips 
for the year under review and found that they were paid a total amount of 
R260 147 more than what they should have received. 

• Leave payment made during the year were R 11 361 more than the amount that 
should have been paid out in terms of the SALBC agreement. 

• Leave payouts amounting to R16 395 were incorrectly debited as a salary 
expense and was not debited to the leave provision. This resulted in salaries 
being overstated and provision for leave being understated with this amount. 

Irregular expenditure 

31. 1 was unable to verify the accuracy, completeness and occurrence of irregular 
expenditure, as the municipality has omitted disclosure of irregular expenditure: 

• The municipality has omitted disclosure of irregular expenditure amounting to 
R 430 157 that was incurred during the financial year, as a proper tender 
process was not followed in awarding a contract to this amount. 

• The municipality has omitted disclosure of irregular expenditure amounting to 
R 1 025 503 that was incurred during the financial year, as I was unable to 
obtain supporting documentation to confirm that the proper tender process was 
followed in awarding the respective contracts. 

Fruitless and wasteful expenditure 

32. 1 was unable to verify the accuracy, completeness and occurrence of fruitless and 
wasteful expenditure, as the municipality has omitted disclosure of fruitless and 
wasteful expenditure: 

• The municipality did not disclose fruitless and wasteful expenditure amounting to 
R65 264 that was incurred during the financial year. 



Prior year qualifications - not resolved 

International Standard on Auditing 710 on comparatives requires the auditor to modify 

the auditor’s report when the matters that gave rise to the prior period modification of the 

audit report are still unresolved. 

The prior year audit report contained the following qualification paragraphs in respect of 

the 30 June 2007 audit that have not been resolved by 30 June 2009: 

33. The completeness, existence and accuracy of the leave provision could not be 
confirmed due to several irregularities identified in leave. Leave provision to the 
amount of R435 256 was provided at year-end. However, this was overstated by 
R232 761. Furthermore, the leave provision was incorrectly disclosed under 
creditors, resulting in creditors being overstated and provisions understated by 
R202 495. Leave encashed during the year was also not reflected in the leave 
provision account. 

34. Appropriations made to the accumulated surplus account could not be validated with 
supporting documentation. The accuracy and validity of appropriations of R2 023 000 
could not be confirmed. 

35. No supporting documentation was presented to confirm the balance of payments in 
advance amounting to R130 266 as disclosed under creditors at year-end. The 
existence and valuation of these creditors could not be confirmed. 

36. The completeness, existence and accuracy of fixed assets to the amount of 
R24 941 491could not be verified due to the following inconsistencies and scope 
limitations: 

• Various project files could not be submitted to verify the amount as disclosed in 
appendix C to the financial statements. 

• Assets purchased were not validated with the capital budget or with council 
resolutions. 

37. Several debtors had credit balances at year-end. These credit balances could neither 
be explained nor verified with documentation. Since no debtors age analysis could 
be obtained the total of these credit balances could not be determined. 

38. 1 was unable to obtain sufficient appropriate audit evidence to validate the 
occurrence and accuracy of deductions amounting R202 927 made from employees’ 
salaries. 

39. Several instances were identified where VAT was not correctly claimed on 
expenditure. The total for these irregularities was R137 441. Expenditure was 
therefore overstated by this amount and debtors understated by the said amount. 

40. 1 was unable to verify the completeness and accuracy of the VAT asset amounting to 
R218 238. Differences of R5 049 538 were identified between the VAT declared on 
the VAT 201 forms for the year and the income as per appendix D to the financial 
statements. No reason for the differences could be provided. 

41. No supporting documentation was attached to journals amounting to R494 518 for 
the year under review. As a result we could not verify the occurrence and accuracy 
of these journals. 



The prior year audit report contained the following qualification paragraphs that have 

not been resolved by 30 June 2009: 

42. Supporting documentation could not be obtained to confirm the revolving fund 
amounting to R1 992 171. Contributions of R139 959 (2006-07: RlOO 941) were not 
made to the revolving fund. This was not in accordance with section 7(5) of 
Ordinance 20 of 1974 and the accounting policy of the municipality, which stipulates 
that the contribution should be 7,5% of the previous year’s property tax levies. 
According to the financial statements approval from the MEC was obtained that no 
contributions had to be made, however, this could not be confirmed with 
documentation. 

43. Supporting documentation could not be obtained to confirm the reserves amounting 
to R1 704 783. Alternative procedures could not be performed to confirm existence 
and valuation. 

44. Supporting documentation could not be obtained to confirm capital expenditure on 
trust funds amounting to R565 170. The occurrence, completeness and accuracy of 
the amount could therefore not be confirmed. Funds allocated for the electrification 
programme in terms of DoRA amounting to R1 739 773 were used to defray 
operating expenditure. 

45. Differences of R43 520 existed between the trial balance and the balance sheet 
amounts of funds and reserves. 

46. Supporting documentation could not be obtained for trade creditors amounting to R6 
060 649. The completeness and valuation of the amount could therefore not be 
confirmed. 

47. Unspent conditional grants amounting to R2 378 717 allocated in terms of DoRA 
were not surrendered to the treasury, resulting in payables and trust funds being 
understated and overstated, respectively, by the aforementioned amount. 

48. Supporting documentation could not be provided for the leave creditor amounting 
R590 757. Alternative procedures could not be performed to confirm the 
completeness, existence and accuracy of the leave creditor. 

49. Supporting documentation could not be obtained to verify the valuation, 
completeness and accuracy of receipts in advance amounting to R350 641. 

50. Creditors and expenses/accumulated deficit were understated by R541 101 due to 
outstanding pension fund contributions amounting to R153 230 and licence and 
registration fees amounted to R387 871 not being accounted for in the financial 
statements. A further difference of R314 150 existed between the trial balance and 
the balance sheet amounts for creditors. 

51. A suspense account credit balance of R624 211 on the trial balance was not 
provided for in the balance sheet. Supporting documentation to verify the suspense 
account. 

52. As a fixed assets register was not maintained and an asset count not performed it 
was not possible to determine the completeness and existence of fixed assets. 

53. According to IMFO guidelines the net fixed assets should be equal to outstanding 
liabilities; however, a difference of R379 594 existed between net fixed assets 
totalling R2 598 407 per annexure B and outstanding liabilities totalling R2 978 002 
per annexure C. 



54. Supporting documentation could not be obtained to verify the recoverability, 
existence and valuation of current debtors amounting to Rll 421 506. Although a 
provision for doubtful debts of R5 632 535 was made, the recoverability of R7 847 
827 was doubtful, resulting in a possible overstatement of debtors and an 
understatement of bad debts of R7 847 827. 

55. Supporting documentation could not be obtained for a number of sundry debtor 
accounts with credit balances amounting to R54 611. Alternative procedures could 
not be performed to confirm the existence, obligation and valuation. 

56. An irreconcilable difference of R2 854 existed between the cash book balance and 
the bank statement balance. I could not obtain an explanation for the aforementioned 
amount. 

57. A prior period error (2006/2007 financial year) relating to the correction of creditors 
amounting to R1 626 450 was not disclosed in the current year financial statements 
as a correction of a prior year error as required by IMFO. 

58. Several instances amounting to R90 114 were identified where VAT was not 
correctly claimed on expenditure. Expenditure was therefore overstated by this 
amount and debtors understated by the same amount. 

59. 1 could not obtain documentation and explanations to verify the existence and 
valuation of the VAT asset amounting to R877 215. Supporting documentation could 
also not be obtained for a difference of R658 941 between the opening balance and 
the prior year closing balance of VAT. 

60. Output VAT of R37 404 was not declared on an amount of R330 574 received 
for services rendered. 

Disclaimer of opinion 

61. Because of the significance of the matters described in the basis for disclaimer of 
opinion paragraphs, I have not been able to obtain sufficient appropriate audit 
evidence to provide a basis for an audit opinion. Accordingly, I do not express an 
opinion on the financial statements. 

Emphasis of Matter 

I draw attention to the following matters on which I do not express a disclaimer of opinion: 

Basis of accounting 

62. The municipality’s policy is to prepare financial statements on the entity-specific 
basis of accounting, as set out in accounting policy note 1 to the financial 
statements. 

Going concern 

63. Preliminary analytical procedures performed revealed the following going concern 
indicators: 

• Liquidity and acid ratios indicate that current liabilities exceed current assets. 

• Current liabilities exceed current assets by R 562,684.52 

• Debtor’s collection days approximates to 705 days 

• The average payment period of creditors approximates to 511 days 



other matters 


I draw attention to the following matters that relates to my responsibilities in the audit of 

the financial statement: 

Non-compliance with applicable legislation 

Municipal Finance Management Act 

64. The accounting officer did not inform the Auditor General and the Provincial Treasury 
within 90 days after the opening of new bank accounts as required by section 9(a). 

65. Evidence could not be obtained that the accounting officer has notified the National 
Treasury of the bank overdraft position as required by section 70(2). The overdraft 
position of the municipality amounted to R733 573 as at 30 June 2009. 

66. The municipality did not separately disclosed its bank accounts as required by 
section 125(2)(a). 

67. Council resolution authorising the overdraft facility in terms of section 45(3) of the 
MFMA. 

68. Council has not been informed in writing about the amount, duration, cost as well as 
options available for repaying the overdraft as required by section 45(3) of the 
MFMA. 

69. Bank account details has not been submitted to National Treasury as required by 
sections 9 and 8(1) of the MFMA. 

70. Financial accounts are not closed at the end of each month and reconciled with the 
municipality’s records as required by section 65(2)(j) of the MFMA. 

71. The municipality did not address the issues raised by the AG in the prior year audit 
report nor was the report tabled before council as required by section 131 of the 
MFMA. 

72. A comparison with targets set in the previous financial year was not included in the 
prior year annual report as required by section 121 of the MFMA. 

73. Loans were granted to employees resulting in the contravention with section 164 of 
the MFMA. 

74. No reports of expenditure incurred by the municipality on staff salaries, wages, 
allowances and benefits was submitted to council as required by section 66. 


Governance framework 

The governance principles that impact the auditor’s opinion on the financial statements 
are related to the responsibilities and practices of the accounting officer and executive 
management and are reflected in the key governance responsibilities addressed below: 



Internal control deficiencies 

75. Section 62(l)(c)(i) of the MFMA states the accounting officer must ensure that the 
municipality has and maintains effective, efficient and transparent systems of 
financial and risk management and internal control. The table below depicts the root 
causes that gave rise to the deficiencies in the system of internal control, which led 
to the disclaimer of opinion. The root causes are categorised according to the five 
components of an effective system of internal control. In some instances deficiencies 
exist in more than one internal control component. 


Par. no. 

Basis for disclaimer of opinion 

CE 

RA 

CA 

1C 

M 

4-6 

Funds, reserves and provisions 






7 

Long term liabilities 

1,4 

2 

3,4 

1 

1 

8-10 

Fixed assets 

1,4 

2 

3,4 

1 

1,2 

11-13 

Investments 

1,4 

2 

3,5 

1 

1 

14 

Debtors 

1,4 

2 

3 

1,3 

1 


Provisions 

PM 

2 


1 


16-17 

Creditors 

lEI 

2 


1 

■9 

18-19 

Cash and bank 

lEI 

2 

3 

1 

1 


Inventory 

lEI 

2 

3 

1 

1 

22-24 

Revenue 

1,4 

2 

3 

1 

1 

25-27 

Expenses 

1,4 

2 

3 

1,3 

1 

28-30 

Employee cost 

1,4 

2 

1,3 

1 

1,2 

31 

Irregular expenditure 

1,4 

2 

2,3 

1 

1,2 

32 

Fruitless and wasteful expenditure 

1,4 

2 

3 

1 

1 


76. Records management deficiencies and the lack of systems to account for 
transactions and balances resulted in various disclosure related matters being 
disclaimed on. The accounting officer is responsible to keep proper records of the 
financial affairs of the municipality. Leadership should monitor transactions and 
events on an ongoing basis to ensure proper recognition and disclosure in the 
financial statements. 

77. The financial statements compiled were not supported by proper and complete 
supporting documentation to facilitate the audit process. 

78. Leadership should monitor the progress of and implementation of specific action 
plans to address the maintenance of supporting documentation on a continuous 
basis. 


Legend 

CE = Control environment 

The organisational structure does not address areas of responsibility and lines of reporting to support 
effective control over financial reporting. 

■ 

Management and staff are not assigned appropriate levels of authority and responsibility to facilitate 
control over financial reporting. 

2 

Human resource policies do not facilitate effective recruitment and training, disciplining and supervision of 
personnel. 

3 

Integrity and ethical values have not been developed and are not understood to set the standard for 
financial reporting. 

■ 

The accounting officer/accounting authority does not exercise oversight responsibility over financial 
reporting and internal control. 

5 

Management’s philosophy and operating style do not promote effective control over financial reporting. 

6 

The entity does not have individuals competent in financial reporting and related matters. 

7 

1 RA = Risk assessment | 

Management has not specified financial reporting objectives to enable the identification of risks to reliable 
financial reporting. 

■ 

The entity does not identify risks to the achievement of financial reporting objectives. 

2 

The entity does not analyse the likelihood and impact of the risks identified. 

3 

The entity does not determine a risk strategy/action plan to manage identified risks. 

4 





















1 The potential for material misstatement due to fraud is not considered. 

1 5 1 

1 CA = Control activities | 

There is inadequate segreqation of duties to prevent fraudulent data and asset misappropriation. 

1 

General information technology controls have not been designed to maintain the integrity of the 
information system and the security of the data. 

2 

Manual or automated controls are not designed to ensure that the transactions have occurred, are 
authorised, and are completely and accurately processed. 

3 

Actions are not taken to address risks to the achievement of financial reporting objectives. 

4 

Control activities are not selected and developed to mitigate risks over financial reporting. 

5 

Policies and procedures related to financial reporting are not established and communicated. 

6 

Realistic targets are not set for financial performance measures, which are in turn not linked to an effective 
reward system. 

7 

1 1C = Information and communication | 

Pertinent information is not identified and captured in a form and time frame to support financial reporting. 

1 

Information required to implement internal control is not available to personnel to enable internal control 
responsibilities. 

2 

Communications do not enable and support the understanding and execution of internal control processes 
and responsibilities by personnel. 

3 

1 M = Monitoring | 

Ongoing monitoring and supervision are not undertaken to enable an assessment of the effectiveness of 
internal control over financial reporting. 

■I 

Neither reviews by internal audit or the audit committee nor self -assessments are evident. 

2 

Internal control deficiencies are not identified and communicated in a timely manner to allow for corrective 
action to be taken. 

3 


Key governance responsibilities 

79. The MFMA tasks the accounting officer with a number of responsibilities concerning 
financial and risk management and internal control. Fundamental to achieving this is 
the implementation of key governance responsibilities, which I have assessed as 
follows: 


1 No. 

Matter 

Y 

N 1 

Clear trail of supporting documentation that is easily available and provided in a timely 

manner 



1. 

No significant difficulties were experienced during the audit concerning 
delays or the availability of requested information. 


X 

Quality of financial statements and related management information 

2. 

The financial statements were not subject to any material amendments 
resulting from the audit. 


X 

3. 

The annual report was submitted for consideration prior to the tabling of the 
auditor’s report. 


X 

Timeliness of financial statements and management information 

4. 

The annual financial statements were submitted for auditing as per the 
legislated deadlines as required by section 126 of the MFMA. 

X 


Availability of key officials during audit 

1 5. 

Key officials were available throughout the audit process. 


X 

Development of and compliance with risk management, effective internal control 

and 

governance practices 



6. 

Audit committee 




• The municipality had an audit committee in operation throughout the 
financial year. 


X 


The audit committee operates in accordance with approved, written 


X 














No. 

Matter 

Y 

N 


terms of reference. 



• The audit committee substantially fulfilled its responsibilities for the 
year, as set out in section 166(2) of the MFMA. 


X 

7. 

Internal audit 




• The municipality had an internal audit function in operation throughout 
the financial year. 


X 

• The internal audit function operates in terms of an approved internal 
audit plan. 


X 

• The internal audit function substantially fulfilled its responsibilities for 
the year, as set out in section 165(2) of the MFMA. 


X 

8. 

There are no significant deficiencies in the design and implementation of 
internal control in respect of financial and risk management. 


X 

9. 

There are no significant deficiencies in the design and implementation of 
internal control in respect of compliance with applicable laws and 
regulations. 


X 

10. 

The information systems were appropriate to facilitate the preparation of the 
financial statements. 


X 

11. 

A risk assessment was conducted on a regular basis and a risk 
management strategy, which includes a fraud prevention plan, is 
documented and used as set out in section 62(c)(i) of the MFMA. 


X 

12. 

Powers and duties have been assigned, as set out in section 79 of the 
MFMA. 


X 

Follow-up of audit findings 

13. 

The prior year audit findings have been substantially addressed. 


X 

14. 

SCOPA resolutions have been substantially implemented. 


X 

Issues relating to the reporting of performance information 

15. 

The information systems were appropriate to facilitate the preparation of a 
performance report that is accurate and complete. 


X 

16. 

Adequate control processes and procedures are designed and implemented 
to ensure the accuracy and completeness of reported performance 
information. 


X 

17. 

A strategic plan was prepared and approved for the financial year under 
review for purposes of monitoring the performance in relation to the budget 
and delivery by the municipality against its mandate, predetermined 
objectives, outputs, indicators and targets as required by section 68 of the 
MFMA. 


X 

18. 

There is a functioning performance management system and performance 
bonuses are only paid after proper assessment and approval by those 
charged with governance. 


X 


80. The accounting officer did not implement sufficient key governance responsibilities 
as the governance structure of the municipality did not fulfull a substantial part of its 
key responsibilities. 

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

Report on performance information 

81. 1 was engaged to review the performance information. 

The accounting officer’s responsibility for the performance information 

82. In terms of section 123(l)(c) of the MFMA, the annual report of a municipality must 
include the annual performance report of the municipality, prepared by the 
municipality in terms of section 46 of the of the Local Government: Municipal 
Systems Act, 2000 (Act No. 32 of 2000) (MSA). 







The Auditor-General’s responsibility 

83. 1 conducted my engagement in accordance with section 13 of the PAA read with 
General Notice 616 of 2008, issued in Government Gazette No. 31057 of 
15 May 2008 and section 45 of the MSA. 

84. In terms of the foregoing my engagement included performing procedures of an 
audit nature to obtain sufficient appropriate evidence about the performance 
information and related systems, processes and procedures. The procedures 
selected depend on the auditor’s judgement. 

85. 1 believe that the evidence I have obtained is sufficient and appropriate to provide a 
basis for the audit findings reported below. 


Audit findings (performance information) 

Non-compliance with regulatory requirements 

No reporting of performance information 

86. The annual report of the municipality did not include the annual performance report of 
the municipality prepared by the municipality in terms of section 46 of the MSA, as 
required by section 121(3)(c) of the MFMA. 

No IDP or service delivery/other agreement 

87. The municipal council did not, within the prescribed period after the commencement 
of its elected term, adopt a written process to guide the planning, drafting, adoption 
and review of its integrated development plan, as required in terms of section 28 of 
the MSA. 

Content of integrated development plan 

88. The integrated development plan of the municipality did not include the key 
performance indicators and performance targets determined in terms of its 
performance management system, as required by section 26(i) and 41(l)(b) of the 
MSA and regulation 12 of the Municipal Planning and Performance Management 
Regulations, 2001. 

The municipality did not set performance targets on an annual basis, as required by 
section 46(l)(a) of the MSA. 

No mid year budget and performance assessments 

89. The accounting officer of the municipality did not assess the performance of the 
municipality during the first half of the financial year, taking into account the 
municipality’s service delivery performance during the first half of the financial year 
and the service delivery targets and performance indicators set in the service delivery 
and budget implementation plan, as required by section 72 of the MFMA. 

Existence and functioning of a performance audit committeee 

90. The municipality did not appoint and budget for a performance audit committee, nor 
was another committee utilised as the performance audit committee, as required by 
regulation 14(2) of the Municipal Planning and Performance Management 
Regulations, 2001. 



Internal auditing of performance measurements 

91. The municipality did not develop and implement mechanisms, systems and 
processes for auditing the results of performance measurement as part of its internal 
audit processes, as required by section 45 of the MSA. 

APPRECIATION 

92. The assistance rendered by the staff of the Kamiesberg Municipality during the audit 
is sincerely appreciated. 

Kimberley 

30 November 2009 



AUDITOR-GENERAL 
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Auditing to build public confidence 


